
v

67. Ameritech's attempt to reinterpret "shared" transport to mean dedicated

rather than common tranSPOrt violates these and other provisions of the Act and FCC

regulations, and delays entry by competing LECs and reduces their ability to compete. The FCC

is CUITently considering a motion to clarify that such an intetpletation is wrong.

D. Temri!!!ting Access

68. Among the capabilities of the unbundled. local switch is the capacity to

provide the switching element of terminating access services. Terminating access serviceS are

services provided by local exchange carriers to long distance carriers that' reflect the local

exchange carrier's delivery of a long distance call from the long distance c8rrier's "poinI.-of-

presence" in the area to the called party. Terminating acCess services include transport from the

interexchange carrier point-of-presence to the local switch that serves the called party. iocal

switching. and the routing of"that call over the local loop to the called party. The LEC receives

access charges from the long distance carner for the provision of such services.

69. The FCC has defined the unbundled local switching element as the

incumbent: LEe's line-side and r.nmk-side facilities plus all feamres. functions. and capabilities

of the switch. 47 C.F.R. § 51.319(c). The FCC has specified that the competing ~LEC

purchaser of the unbundled local switching element is entitled to recover terminating access"

charges from the long distance carrier whose customer is caUing the called: party. Yd." 363

. n.772. In its own sua sponte reconsidemtion order. the FCC made it clear that "the carrier that

provides the ~und1ed local~ element to serve an end user effeCtively obtains· the

exclusive .right to provide all featUreS. functions and capabilities of the switehl including

- 24-
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switching for exchange access and local exchange services. for that end user." Order on

Reconsideration, 1 11.

70. The Act provides thaI carriers are entitled to purchase nondiscriminatory

access to unbundled network elements, Section 25l(c)(3), and the FCC's implementing

reguJations establish that purchasers of the unbundled network element are permitted to proVide

all forms of telecommunications services including terminating access services. 47 C.F.R." §

51.307(c). Thus, the incumbent LEC may not restrict the services that may be offered by a

purchaser of unbundled network elements, including the unbundled local switching element and

the platform. First Report and Order. ,. 292.

71. Under tlte Act. a cOmpeting LEe pmchaser of the 'unbundled ~ocaI

switching element may offer terminating access services to the long distance provider of an end

user who is seeking to connect with the competing LEC's customer.

72. The FCC also made clear that the competing LEe purchaser of the

unbundled local switching element is entitled to recover ternlinating access charges from the -Iong
,

distance carrier whose end user is calling the competing LEe' s customer - including the residual

interconnection charge. the local switching charge. and the common carrier line charge:

"We also note that where DeW en1Iants purchase access to wlbUDdJed netWork
elemems to provide excbaDge access services. whether or not they are -also
offering toll services through such elements. the new entrants may. assess
exChange access charges to [ri1terexcbange carriers] originating or terminating toll
calls on those elements. In these.circnmstances, incumbent LECs may not assess
exchange ac:cess charges to such [mtereXchange carriers} because the new
entrants. rather than the incambems. Will be providing exchange access serVices.
and to allow otherwise would permit incumbent LECs to receive compensation in
excess of netWork cost in violation of the pricing standard in section 252(d)."

- 2S-
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First Report and Order, 1 363 n.772.

13. The Agreement, as imetpreted by Ameritech. contravenes Sections

25l(c)(~) and 252(d)(1) of the Act and the FCC's binding regulations. If a competing LEC

determines that it will provide terminating access services to interexchange carriers, the~ it is

entitled to collect temtinaring access charges from long distance carriers whose end users call

the competing LEe's unbundled local switching element customers.

14. In violation of the Act and FCC regulations. Ameriteeh's interpretation of

the Agreement attempts to force competing LECs to bundle different netWork elements in a

particular way - unbundled local swirclring with Ameritech's dedicated or "shared" rranspon -

before the competing LECs can receive the terminating access charges to which they are entitled

under ~e FCC's First Repon and Order. Ameritech's interpretation restricting AT&T's

provision of terminating access services violates the Act and applicable regulations.

COUNT ONE

(Failure to Require Ameritech to Pro'ride Customized
Routing and an UnbmJdled Element Platform WIthout OSIDA)

75. AT&T repeatS and realleges paragraphs 1 through 74 above as if fully set

forth herein.

76. The Agreement and the MPSC's dctcrmiDation fail to require Ameritech

to provide. as a staDdard offering, customized routing for operator services and directory

assistance and. to provide technically feas:ible combinations of elements. This violates and does

- 26-
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not meet the requirements of 47 U.S.C. §§ 251 (c)(3) and the FCC regulations implementing that

provision.

77. The MPSC's determinarion. in falling to require customized routing for

operator services and directory assistance. is arbitrary and capricious. an abuse of discretion,

contrary to law. and not supported by the record.
. .

78. AT&T has been aggrieved by the MPSC's dctenninations as set forth

herein.

79. Plaintiff AT&T is therefore entitled to declaratory and injunctive relief

pursuant to 28 U.S.C. §§ 2201. 2202 and 47 U.S.C. § 252(e)(6).

CQUNTTWO

(FaD.ure to Require Route IDi.exiug as an
IDterim N1!II!!t!!r Pol1Bbility Metbod)

80. AT&T repeats and rea1leges paragraphs 1 through 79 above as if fully set

fonh herein.

81. The provisions in the Agreement failing to require route indexing as an

interim number portability method and the MPSC's detemiination with respect to that portion

of the Agreement violate·and do not meet the requirements of 47 U.S.C. §§ 251(b)(2).and

251(c)(3) and the FCC regulations implementing those staDllOry provisions.

- 27-
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82. The MPSC's detennination, in f3iling to require route indexing as an

interim number portability method. is arbitrary and capricious. an abuse of discretion. contrary

[0 law. and not supported by the record.

83. AT&T has been aggrieved by the MPSC's dctcn:ninations set forth here~.

84. Plaintiff AT&T is therefore entitled to declaratory and injunctive relief

pursuant to 28 U.S.C. §§ 2201.' 2202 and 47 U .S.C. § 252(6)(6).

COUNT'fBRm

(Common Tum~1JOrt)

85. AT&T repeats arid realleges paragraphs 1 through 84 above as if fully set

fonh herein.

, ,
86. There is an actual controversy betWeen AT&T and Ameriteeh regarding

whether the Agreement requires Ameritech to provide common transport as an inu:rofficc

transmission facility. To the extent that the Agreemem does not require common transport as

an interoffice transmission facility. that portion of the Agreement and the MPSC's determination

with respect to that portion of the Agreement violate and do not meet the requirements of 47

u .S.C. § 251(c)(3) and the FCC regulations implementing those statutory provisions.

P:7• To the cxrem that the Agr=ment does not require common transport 'as an

interoffice tnmsmission facility. AT&T has been aggrieved by the MPSC's determination as· set

forth herein.

- 28-
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88. Plaintiff AT&T is therefore entitled to declaratory and injunctive relief

. .
pursuant to 28 U.S.C. §§ 2201. 2202 and 47 U.S.C. § 252(e){6). including a declaration that

the Agreement requires Ameriteeh to provide common transport as an interoffice transmission

facility. To the exr.enr. thaI the Agreement does not require common tranSpOrt as an interoffice'

transmission facility• AT&T is entitled to a declaration that the Agreement violates the ACt~

COUNT FOUR

Cfeuuiuatinr Access Service)

89. AT&T repeats and reaIlegcs paragraphs 1 through 88 above as if fuJiysct

forth herein.
. , .

90. There is an actnaI controversy between AT&T and Ameritech regarding

whether Ameriteeh can interfere with AT&T's provision of terminating access services as part

of the unbundled local switching element and prolnbit AT&T' 5 collection of terminating~s

charges. To the extent that the Agreement does not permit AT&T to provide terminating ~css

services as part of the unbundled local switching element and collect access charges. that pOrtion
I

of the Agreement and the MPSC f S determination with respect to that ponion of the Agreement
,

violate and do Dot meet the requirements of 47 U.S.C. § 25l(c)(3) and the FCC regmations

implementing those statutory provisioDS.

91. To the extent that the Agreement does not permit AT&T to provide

terminating access services as part of the unbundled local switching element aDd to collect

- 29-
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terminating access charges. AT&T has been aggrieved by the MPSC's determination as set forth

herein.

92. Plaimiff AT&T is therefore entitled to decIaratory anel" injunctive relief

pursuant [0 28 U.S.C. §§ 2201, 2202 aDd 47 U.S.C. § 252(e)(6), including a declaration:tliat

the Agreement permits AT&T to provide terminating access services as part 'of the unbundled

local switching element. To the eXtent that the Agreemem does not permit AT&T to provide

terminating access services as part of the nnbundled local switching element, AT&T is cntlded

to a declaration that the Agreement violates the Act.

PRAYER FOR REI,)EF

WHEREFORE. AT&T reqocsts that this Court grant it the foUowing relief: '
• I

(a) Declare that the provisions of the Agreement and the MPSC Order~g

to require Ameritech to provide, as a standard offering. an Unbundled Element Platform without

operator services and directory assistance violate Section 251 of the Telecommnnications Act of

1996 and the FCC's implementing regulations;

(b) Declare that the provisions of the Agreement and the MPSC Order failing

to require Ameriteeh to provide route indexing as an interim number portability option Violate

Section 251 of the Telecommunications Act of 1996 and the FCC's implementing regulations;

(c) Declare that the Agreement permits AT&T to provide terminating acCess

services as part of the unbtmdIed local switching element and to collectterIDinaring aCcess

- 30-
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charges, or, in the alternative, that the Agreement: violates the Act for failing to include such a

provision;

(d) Declare that the Agreement requires Ameritech to provide common

transpon as an interoffice transmission facility, or, in the alternative, that the Agreement"s

provisions regarding iDteroffice traIlSDlission facilities violate the Act for failing to include Such

a provision;

(e) Enjoin defendants from enforcing any provisions of the Agreement that are

inconsistent with the declaratory re1ief sought herein;

(f) Enjoin defendants from imposing any agreement on AT&T that does, not

corir.a.in the contract language proposed by AT&T relevant to customized operator services and

directory assistance routing;

"(g) Enjoin defendants from imposing any ~ent on AT&T that does" not

contain the contract language proposed by AT&T relevant to the provision of route indexing as

an interim number pOnability method;

(h) Direct the reformation of the Agreemeot and the inclusion of contract

language consistent with the 1996 Act and the decision of this Court; and

(i) Award AT&T such other and further relief as the Court deems just and

proper.
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Dated: January 24. 1997

Respectfully Submitted.

AT&T COMl\roNICATIONS OF
MICHIGAN, INC.

.~.-By ----.....
.-~,:::,;,::::~-=--r---Gi:~------

William Davis
Joan Marsh
AT&T COMMUNICATIONS OF

MICHIGAN. INC.
4660 S. Hagardorn
East Lansing. MI 48823
(517) 332-9608

George Hogg (p15055)
Arthur J. LeVasseur (P29394)
Sidney M. Berman (P30701)
FISCHER. FRANKLIN & FORD
3500 Guardian Building
Detroit, Ml 48226
(313) 962-5210

Attorneys 'for AT&T Communications of Michig~ Inc.• Plaintiff
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v.

STATE OF MICHIGAN

t4!005/U41

BEFORE THE MICHIGANPUBUC SERVICE COMMISSION.......
AT&T COMMUNICATIONS OF MICRIGAN, INC. )

Petition for Arbitration ofIntercoDllection R.at~ Terms )
and Conditions and Related Arrangemeuts with l\Ificbjgan )
Bell Telephone Company d/b/a A1Deritech Michigan. )

)

Case No. U-lIISI
Case No. U-ll1S2

DECISION Of ARBITRATION PANEL

L

HISTORY OF PROCEEDINGS

On February 27, 1996, AT&T Communications ofMicbig~ Inc. (AT&T) requeslccl'tbat

Michigan Bell Telephone Company d/b/a Ameritech Michigan (Ameritech) enter into negotiations

pursuant [0 §§ 251 and 252 ofthe Telecommunications Act of 1996 (the Act)~47 USC §§ 251: and

252. to estabftsh an interconnection agreement with Ameritech. During the months that funowed.

the parries began negotiations regarding a generic agreement involving the netwOrks in thc various

Slates in which both companies (or their affiljates) operate - namely, IIlinois, Indiana, Michigan, Ohio

andW~. As defined in the Act, Ameritech is an Incumbent Local Exchange Carrier (ILEe).

AT&T is a "requesting tdcc::onullunicatious carrier" widrin the meaning of41 USC 252(a) afthe'Act.

a "telecommunications carrie~" as defined by 47 USC 153(a)(44) ofthe Act, and a "1ocal exch3nge

carrier" (LEe) as defined by 47 USC ,153(aX26) ofthe Act-

On Iune I O~ 1996, Ameritech submitted to the Michigan Public Service CommiSsion

(COmmissi_orl), anod the Commission's counterparts in the other four states in. the:Ameritech regio~

EXHIS IT A
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requests for' mediation pUl'SWlDt to § 252(a) ofthe AJ;;t. These mediations were not successfiJl in

reaching agreement on a substantial number ofissues.

On August 1~ 1996, ATkT filed a Petition for Arbitration with the Ccmmiissio~ seeking
.

arbitration of the tenus. conditions and prices for int~ec:tionand related arrangements fto:m
Ameritech, purswmt to § 2S2(b) ofthe Act md in accordance with the procedure :adopted by the

Commission in its Order dated July 16, 1996 in Case No. U-I 1134. AT&Ts PetitiOD was assipecI

Case No. U-l I 151 by the Commission. Ax the same time, AT&T filed proposed direct testimony and

exhibits.

On August 2, 1996, Ameritech filed a Petition for Arbitration requesting that the CoJXl1"rissiol1

arbitrate issues relating to coUocation of'AT&.T equipment on Ameritech premises and pricing fat

such collocation., AT&T's costs for local traffic termination and AT&Ts obligations under § 2S1(b)
. ,

of the Telecommunications Act of 1996. Ameritech's Petition was assigned Case No. V-I I 152.

Thereafter. Case Nos. U- t 1151 and U- I I 152 were consolidated into a siDgle arbitration proceedmg.

On August ~ 1996, 3Jl arbitration panel (the Panel) was appointed consisting ~f

...,
Administrative Law Judge Robert E. Hollenshead and Commission Staff members AIm R.

Schneidewind aDd Louis R... Passarieno.

On August 14, 1996, the parties met with the Panel to discuss proceduraIand schedubg

matters. At this meeting. the Pallet established the cODtrolrmg dates for each activity required by the

parties, th~ Panel and the Conmrission. In addition, the Panel requested the parties establis1i: a
,

common framework for addrcssmg disputed issues. Following the initial meeting.'each p.atty~

separatel~with the Panel to discuss the iSsues being presented for resolution and the position ofthe
. I

I

Page 2
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parties with respect to these is5ues..

On August 23. 1996, AT&T filed a Joint Motion ""lith TCG to sever Ameritech's cost study

from the aIbitaation proceeding and to have it cousidered in a separate proceedi:O.g. Ammitecb. filed

its teplyto the Joint Motion OD August 30, 1996. As ofthe date ofissuance ofthis Decision iofthe

Arbitration Panel, the Commission bas not acted OD· this motion.

On August 26, 1996,. Amerirech filed its Response to AT&T"s Petition ~d proposed

testimony and exhibits in support ofits positions. On August 27. 1996,. AT&.T filed its Response to

Amcritech's Petition denying that the issues Ameritech attempted to raise by its~on are properly

arbitrable under the Act and asked that Ameritech's Petition be dismissed. AT&T's Response to
I

Ameritech's Petition also requested arbitration of aU terms and conditions of an interconnection

agreement between the parties.

On September 3, 1996. each party submitted requests for additional ~rmation. On

Septcniber4. 1996, the Panel approved certain ofthe requests submitted by the·patties and also. on
,

September 4. 1996. notified the parties ofthose requestS to which responses were required.: Each

party filed responses on September 10, 1996. However. the PaJ1el thereafter determined that

Ameritech's response was incomplete md directed Ameritech to file further information. Amerltech

thereafter filc:d this requested iDfOnnation..

On September 13. 1996, AT&T submitted its "Resolved and Disputed COlltxaet Language"

(also referred to as AT&T's Red Line Agn:em.cnt) which set forth an terms agreed to by the parties

as well as each party's proposed. contract language for an disputed pomoDS ofthe COlltraet. .

On September 17. 1996. each patty submitted a Proposed. Decision ofthe Aibitratio~Panel

Page:>
U-l11S1 & U-I 1152

i·



01/27/97 09:24 '6'313 962 4559 FISCHER FRANKLI~
i4JOO~/041

u u
(PDAP). OIl September 17, 1996, Ameritech also submitted a redJine agreement·along with • list of

.lDDOtaDons concernillg differences in the-contracts.

On September 24, 1996, the parties made oral preseutations to the Pmcl in suppott ofth=-

respective PDAPs. On September 25, 1996, the parties rebutted each others PDAP preseu.tations.

On October I, 1996, AT&T sabmittedSUPP~iDfonnation regarding resolved~s

and aD ameuded PDAP. On Oc:tober 2, 1996,.Ameritech submitted a ~liDed." version ofits PDAP

which indicated the sections and arguments which could be n:moved because the parties had resolved

the applicable issues.

On October 2, 1996, the parties jointly submitted a "Double-R.edliDcd" verSO'll of the

proposed interconnection agreement (dated October I, (996) including both resolved. contract

language and proposed language ofboth AT&.T and Ameritecb in disputed areas.

n.

DISCUSSION

Section 252(b) ofthe Act and §-204 ofthe Michigan Te1ecommwricatioDS Act -(MTA) confer

jurisdiction on the Commission to arbitrate disputes involving the rat~ terms and conditions of

agreements between teIecomrmmications carriers respecting interconnection. services or netWOrk

elements.. AT&T, having been unable to reach an agreement with Ameritecb.. petitioned the

Commission to arbitrate an agr-eemczn in accordance with § 25~) ofthe Act, and § 204 ofthe MTA

On July 16. 1996, the Commission, in Case No. lI-lll34, (In the tDatta.-. on the Commission's

own motion, to establish a procedure for arbitration under the federal TeIecomUJlmications Act of

Page 4
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1996). issued. aD order to provide a framewoIk for arbitration and to establish a procedUR to be

fonowed. for arbitration conducted PUJ:SU&Dt to § 252 of the Act.. This proc:ed.ure provided for

appointmellt ofa ~niember axbinatioll panel consisting ofau AdmiDistrative Law Judge and two

technical staffpersons.

On August 8. 1996. the Federal C()1]11'IIImicati'JllS Cc:mnnission.(FCC) released its FII'St Report

and Order in CC Docket Nos. 96-98 and 95-185 which discussed the Act., stated positions ofvarious

parties on certain sectioas ofme Act, stated the FCC's position conceming these sections ofthe Act

and established certain rules pursuant to the Act. The FCC's August 8. 1996 Order will hereafter in

this Decision ofthe AIbittation Panel be referred to as the FCC Order. The rules issued pursuant to

the FCC Order amend (for purposes ofthis proceeding) subpart 5 ofPart 1 ofTttle 47 ofthe Code

ofFedetal Regulations (47 C.F.R. L 1401 et seq.) and add a new Part 51 ofT1tle 47 afthe Code of

Feder-at Regulations (47 C.F.R. 51.1 et seq.).

On August.6, 1996, the FCC released an order in CS Docket No. 96-166 where it c:ti.sCussed

Section 703 ofthe Act which addresses, among other things, pole attachments. The FCC's August 6.

1996 order (whicb. is hereafter referred to as the FCC Pole Attachment Order) also ammdCd and

added to the FCC's existing pole attachment rules. These pole attachment rules amend subpart I of

Part 1 ofTttle 47 ofthe Code ofReg:ulations (47 C.F.R. 1_1407 et seq_).

On September 27, 1996, the FCC released its Order on Reconsiderauou·in CC Docket Nos. .

96-98 and 95-185. In its September 27 order the FCC established a flat-ratedde&ult pro~ range

. for the non-traffic sensitive costs of basic Tesidential and business line ports associated with the

W\bundJed local Swttchfug element... In additi0J4 the FCC clarified that. because its FuSt Rept,rt and .

1-
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Order concluded that the local switching elezDeut includes d~iatcd filcilities, the requesting carrier

- is thereby effectively precluded froUl usmg tmbundled. switching to substitute fur swit~ed access

services 'Where the loop is used to provide exchange access to the requeSting camer and local service

by the iDcuxnbeut LEC.

On Septembern, 1996, the Eighth Circuit of'the Uuited States Court ofAppeals in Docket

Nos. 96-3321. 96-3406,96-3410,96-3414,96-3416.96-3418., 96-3424. 96-3430. 96-3436, 96-3444,

96-3450,96-3453.96-3460.96-3507,96-3519 and 96-3520 issued. a temporary stay ofthe FCC's
I

August 8. 1996 FiJst Report aDd Order. au OCtober IS, 1996. the Eghth Circuit Court ofAppeals

dissolved its September 27, 1996 temporary stay and replaced itwith a stay ofthe FCC's priciDg roles

and the "'pick. and choose" rule contained in the FCC's Frrst Report and Order until the court issued.

its final decision on the merits- The Court specificaJtyindieated that its stay applied. ouly to 47 C.F.R.

51.50)-51.515.47 C.ER. 51.601-5L611! 47 C.F.R.. 51.701-51.717 aud47 C.F.R.. 51.809.

All references to contract language and contract sections discuSsed refer to the October .~

1996 jointly submitted "'Double-Redlined" version ofthe proposed interconnection agreet:nent filed

by Amerirech and AT&.T in this proceeding.

m.

DISPUTED ISSUES

ISSUE 1

What prices should be set for Reciprocal Compensation, TnmsitiDg, UDbUudled Network

.Elements/Combinations. Conocation and Structures (pol~ ducts, conduits and right-ot:way)?

Page 6
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DECISION:

Based on its determinatio11 regarding the prC'ffJlrinary review ofAT&Ts and Ameritech's Cost

stUdy wethodologie5p the requircD1ents of the Act and this CoJD1I1ission's atb~tion procedures.

delineated in Case No. U-11134, the following interim. prices are adopted by this Panel

1) Reciprocal CompensatioD - The Panel finds AT&Ts proposed price of0.2 cents fur end

oflice termination along with its randem routed rate of0.06 cents should be adopted. The

panel finds Ameritech's proposed prices of0.6181 cents fOT end office termination and 0.201

cents for tandem. switcbiDg excessive. being three times higher than the prices proposed by
,

AT&T. It is noted that Ameritech's proposed prices are also significantly higher than its

pending Total Service Long Run InCTeII1eotal Cost (TSLRIC) rates of0.3647 cents for end

office termination and 0.0744 cents for tandem switcbing filed in Case No. U-ll1S6.

2) Transiting - The Panel is of the opinion that transiting consists oftwQ·rate demans:

tandem switching and the t:ranspot't fimction.. While the Panel adopts AT&'rs proposed

tandem switcbing rate of .06 cents as an interim rate, the Panel opts for the FCC's shared

mmsport access rates as discussed below. The Panel was unable to determine whether the

single rate orO. 12 cents proposed by AT&T or the pre-1997 transiting rate of 0.2 cents

proposed by Ameritech properly weigh the switching and transport elements. The Pmel

therefore adopts two separate interim rates for transiting, the randetD switching rate ~f0.06

cents proposed by AT&T and the FCC shared transport accesS rates discussed~ere

herein as the appropriate interim rates to be applied. to tranSitiilg ttaffic.

3) Unbundled Loops - The panel finds AT&T's proposed prices for unbundled loops fot'

Page 7
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Zones ~ B and C of S7.53~ $8.93 and SI0.37. respectively~ should be adopted. In the

Panel"s view. Ameritech~sproposed prices for Zones A, B and C of$lS.61, S18.48 and

$21.33 areumeascmablyhigb. It isuoted tbat Ameritecb.~sproposed loop prices significanttY

exceed its pending TSLRIC loop rates of S9.31, Sl1.84 and S14.67 filed in Case No.
:

U-11156. Given this Comuriss¥3n's adopted arbitration procedures, the Panel finds AT&rs

proposed prices to be a more reliable approximation ofTSLlUC.

4) Local Switching - 'There exists a wide discrepancy in the port prices proposed by AT&T

and Ameritech in this proceeding. Ameritech's proposed price ofSIO.22 is approximately

20 times greater than the $.54 price proposed by AT&T. Based ou this Cotntnission~5

arbitration procedmes ofchoosing one party's position, the Panel finds AT&Ts proposed

price orS.54 represents a closer approximation ofTSLRlC and should therefore be adopted.

I

[t is noted that Amcritech's proposed price ofSIO.22 is DOt remotely close to its rSLRIC rate

ofS2. 12 pending before the Commission in Ameritech Advice No. 24388.

The panel also adopts AT&T'sproposed local switching charges of0.65 ceuts for die

initial minute and 0.22 cents for each additional minute rather than Ameritech~sproposed

price of 0.5808 cents per minute of use. It is noted that Ameritech~sproposed price of

0.5808 significantly exceeds its pending TSLRIC local switching charges of0.54 cents for the

first minute and O. 17 cents for each additional minute pending in Ameriteeh Advice N~.

2438B mentioned above. The panel finds AT&.Ts proposed local switching charges to be

a reasonable approximation ofTSLRIC.

5) Tandem Switching - The Panel adopts AT&.Ts proposed price of0.06 cents rather than
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Ameritechts proposed price of 0.1415. Based on·the PaDerS belief that AT&Ts cost

methodology more closely approxi!:nates TSLRIC9 the Panel finds AT&Ts proposal

appropriate for this element.

6) Dedicated Transport. Switched TnallSpo~ Signaling and Database Services,

Operator and Directory Services and CoDocation - For those network elements and

services listed above, items 1 through S. (with the exception of the transport fimCtion

associated with transiting) the Panel has foDowedthe Commission's arbitration procedures

and chosen one party9S position over the other. For the network elements and services

discussed in this secti~ the Panel believes the existing FCC interstate access rates should be

adopted. Each of these services includes numerous rate eJctDCIlts a number of which are

under investigation by the FCC These interstate services are the same as will be utiIiz8d in

the process oflocal interconnection. There isno justification on the rec::ord in this procedJmg

to establish rates which differ from those established by the FCC for these serW:es.

Therefore9 the rates already included in Ameritech's ton access tariffshould be utilized for

these local interconnection services.

7) Structures - Neither Ameritech nor AT&T have included a complete list ofprop'osed

I

prices for pole attachment and other services related to right-of:way access. The Panel:

therefore does not establish specific prices for right-of":way access herein. Both parties

propose geu.a:ally that prices be set consistent with formulas included in § 224 ofthe Act in

a proO"eding to be initiated by the FCC next year_ Until that time Ameritech proposes prices

set forth in its Pricing SChedule be adopted but bas Sailed to include those prices in the

Page 9
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Schedule. AT&T proposes that rates established by the FCC next year apply ~oaetively

to services Irtl1j7Cd until then (§ 16.18 ofthe.Couttact).

It is the Panel's beliefthat under § 361 ofthe MTA, providers may establish the rates.

terms and conditions for anactcmeuls mula the terms ofa furmula established in that section.
,

rf AT&T disputes the rates that are ultimately established by Ameritech in this area, a

complaint may be filed with this Connnission for resolution.

The federal Aa provides that in the area ofright-of-way access. a state may exercise

preemptive authority to establish conditioas ofaccess (§ 224{c» ofthe Act; 1l' 1239 of~e

FCC ofdet'). Michigan certified to the FCC its regulation regarding right-of-way a n.umber

ofyears ago and this authority has not been affected by the enactment of the MTA The

Panel also notes. however, tha.t there is little difference between the rate setting formulas in

§ 224(e) ofthe Act and § 361(3) ofthe MTA At this time the Panel adopts and references

MTA authority in regard to right-of-way pricing. It is the Panefs beliefthat ifa dispute arises

.when specific prices are established by Ameritech, AT&T may invoke procedures available

Verification Interrupt and various nonrecurring charges. The Panel has determined that insufficient

informatiou. exits on the record for the Panel to make an informed decision. It is the view ofthe Panel

that ifone price bas to be chosen, then AT&.Ts proposed price is appropriate since the Panel h3s

found that AT&T's proposed prices ~ave been more consistent wiIh this CommisSions's TSuUC

methodology.
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For those unbundled netWOrk elements proposed by Ameritec:h but not identified by AT&.T

(e.g. non basic loops and ports). the Panel has concluded that no decision is required. The issue

befure us is the price ofelements which AT&T bas requested The Panel in not obligated to reSpond

to additional issues brought up by Ameritech in its response to.AT&.Ts petition. Ifdisputes arise as

to these network elements, the parties will bave to raise the issue with the Commission at a later date.

Along the S8IDC? Iin~~ in response to AT&T's petition, identifies 'services and prices

for billing and collection. cross COIlDect. service coordination and 9-1-1, which AT&T did not

address in its petition. As indicated previously above; the issues are defined by AT&1'"5 petition. If

disputes arise concerning prices for these services, the parties will have to preSent the issue to the

Commission at a later date ifresolution between the panies is not possible.

In regard to unbtmdIed platfOl'mS. AT&Ts proposed prices are the only prices on the record.

Thus the Panel's decision is limited to A!&Ts position. Ameritcch took the position in its response

to AT&Ts petition that unbundled. combinations should be requested through the bona fide request

process and therefore did not propose any prices. Since that time, the patties have negotiated aud
' ....

Ameritech has agreed to provide three combiDatiOtlS as standard offerings' but has propoSed no

specific prices.. Under the Cotnmission's arbitration procedure., the Pand is liUJited to setectiDg one

party's position. Therefore AT&T's combination prices are adopted.

REASONS FOB DEqSTQN:

The proposed pricing schedules ofAT&T and Ameritech are the most contested issue!in this

arbitration proceeding. The pricing standard establish~by the Act is contained in § 252(d):which

includes the requirements for the pricing of three types of services: iutereouuection and network
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eJapeqrs"~ and termioation and wholesale prices for telecormmmicaDons services. Wholesale

pricing will be discussed separately below. In regard to the first two items the Act provides as

follows:

"(d)PRICING STANDARDS. -

(1) lNTERCONNEcnON AND NETWORK ELEMENT CHARG£S. ­
Determination by a State conmrissiou of the just and n:ascmablc rates for the
iDtctcoonecr:ion offacilities and equipment forpmposes ofsubsection (c)(2) ofsection
251~ and the just and reasonable rate for netWO~elements for pmposes ofsubsection
(eX3) ofSllch secaon-

(A) shall be -
(I) based on the cost (determined without reference to a rate-of-return

or other rate--based proceeding) ofproviding the interconnection or network
element (whichever is applicable), and

(ii) noudiscriminatory. and
(8) may include a reasonable profit_

(2) CHARGES FOR TRANSPORT AND TERMINATION OF TRAFFIC.­
CA) IN GENERAL. - For the purposes ofcompliance by an incumbent
local exchange carrier with section 251(bX5). a State commission'
sha"U not consider the tenDS and conditions for' reciprocal
compensation to be just a:od reasonable tmless -

(I) such terms and conditions provide for the mutual and reciprocal
recovety by each carrier ofcosts associated with the uanspon and termination
on each carrier's network facilities of calIs that originate on the netWOrk
facilities ofthe other c::anier; and

(n) such tenns and conditions determine such costs .OD the basis ofa
reasonable approximation ofthe additional costs ofterminating such calls.
(B) RULES FOR CONSTRUCTION. - This paragraph shaD not be
constmed-

(I) to pteclude arrangements that afford the mutual recovery ofcosrs
through the offsetting ofreciprocal obligations, inclu.c:tiDg arrangements that
waive mutual recovery (such as biIl-and-keep arrangements); or

(ii) to authorize the Commissiou or auy State commission to engage
in any rate regulation proceeding to establish with particularity the additicmal
costs of tnmsporting or terminating calls, or to require camers to maintain
records with respect to the additional costs ofsuch calls." -

In its FIrSt Report and Order in cc Dockets 96-98 and 95- I85 issued August 8. 1996, the
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FCC delineated. among other things, the regulations which would apply to implementing thc:sc pacing

provisions of the Act: In summary, the FCC adopted a so-called Total Element Long' Run

Incremental Cost methodology (TELRIC) to be utilized in pricing interconnection services. Included

in these regulations were specified "proxiesR for the pricing ofa nwnber ofnetwork elements as well

as for uanspon and· termination. The FCC reasOned that given the shott timeftames permitted in the

Act for arbitration resolution. proxy prices could be adopted for lID interim period of time. 'This

would permit states a longer period of time to analyze detailed cost studies for intercoonectiou

services in order to determine compliance with the TELRIC requirements.

As diScussed earlier. the Eighth Circuit ofthe U.S. Court ofAppeals has issued a stay ofthe

Fees pricing rules contained in its August 8th 0Tder. including its TELRIC methodology and the

suggested proxies. The Eighth Court bas scheduled argument regarding the merits ofthe ~··for

January 1997. The FCC has indicated it will appeal to the U.S. Supreme Court the ~ecisionto stay

ics Order.
I

I

The MTA and orders by this Commission also contain pricing requirements relevant to

interconnection services. In November 1995 ameudUleuts to the MTA were enacted incl~g

requirements regarding the pricing oflocal service interconnection. The priemg standard included·

in the MTA is contained in Section 352 (MeL 484.2352) as fonows:

"Sec. 352. (1) Until JanuaIy I, 1997,. the rates of a provider of basic local
exchange service for interconnection under this anicle shall be at the providers total
service long nm inaememal cost ofpmviding the service. After January I, 1997, the
rate for interconnection shall be just and reasonable as determined by the
commission.. II

The Commission's (TSLRIC) methodology was originally defme3ted in Case No.U· 1'0620. [u~ Case
I
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No. U-I0860. the Comnrission required Ameritech to submit cost stucnes to permit certain

iDtercmmection services'to be priced at TSLRIC levels as required by the MTA- The components

addressed in that order were unbUDdled loops, unbundled ports, local can tc::rmD:tarlon and. int~

number portability. AppJicatioDS and tarifiS filed in response to the orders are nowpendiDg before

the Commission.

In this proceedin& the pricing alternatives which are pending before this Panelftom AT&T

and Amerited1 are based on the FeesTELRIC methodology. Whet1ier the stay ofthe FCC's Order

in this regard win be continued or whether the proposed. methodology and proxies will be finally

upheld by the Couns next year is, ofcourse, unknown at this time. However, timeframes contain~

in § 252 ofthe Act compelling state COmmissiODS to act on requests for arbittation remain in effect.

Therefore, taking account of state and federal laws. TELRIC and TSLiuc cost

methodologies. the positions ofAT&.T and Ameritec:h which have been advanced in this proceeding,

and the Commission's arbitration guidelines. the Panel has reached its couclusions regarding the

pricing issues in this case. The Panel's conclusions are based on five fundamental considerations.

delineated above and included in state and federa1laws are essentially the same. It is important· to

note that these statutory requirements are the fimdame.otal basis upon which this Panel and ultimateIy

the Commission mUst rely in reaching its pricing deten:r.tinations in this pr~eeding. These

requirements remain in place and are unaffected by the recent actions ofthe U.S. Court ofAppeaIs.

Second,. a specific discussion ofthe Fces TELRIC methodology is included below as weD as this

Paners determinations regarcllilg AT&.T's and Ameritech's compliance -with that methodology as
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specified by the FCC. It was on this basis that the parties' positions were developed in this case so

it is the Paners beIiefthat it is important to review the parties' positions in that regard. Should the

Court ofAppeals' stay oftbis med10d0logy be lifted, this infimnation will then be available for firi1her

determinations in this case. Third,~ regard to the federal and State laws, it is the beliefofthis

Panel that there i5 tittle difference betWeen the TELRlC methodolo~adopted by the FCC and the

TSLRIC memodology included in the MTA as interpreted by Comr&:lission orders on this subject.

Therefore. findings regarding compliance with aTELlUC methodology continue to be directly

relevant. It is the position of this Panel that the only sigaificant difference' between the two

methodologies is the treatment ofcommon costs in the pricing oflocal interconnection services. In
. I

its TEUUC methodology, the FCC specified that a portion of common coSts be included in the

pricing of interconnection items. The Michigan TSLlUC methodology specifically excludes

recognition ofcommon costs. However, the just and reasonable pricing standard which, according

to the MTA becomes applicable to interconnection setVices in 1997. might recognize such costs in

price-setting decisions.' Therefore. this difference betWeen the two methodologies may ou1y exist in

the short tenn. Fourth, the Panel recognizes" as stated above.. TSUUC stUdies developed by

Ameritech are presently peuding before this Commission in Case Nos. U-11155 and U..l11S6:md in

Ameritech Advice No. 24388 for a number ofinterconnection services. FmaUy~ the Panel~

the arbitration guidelines established by this Commission in Case No. U-ll 134 which state that the
!
I.

Panel will select either the proposal of party A or B except when the -results would be clearly

-lDlreasonable or contrary to the p~lic interest..·

As a result ofthese considerations. the Panel adopts the prices whi~ in its OpiniOll, UlOSt .
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